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EDITORIAL DEPARTMENT NOTE 


This is the first of two Bulletins dealing with the problems 
of accounting for and controlling the costs of automobile and 
truck operations. Motor transportation has become of such 
great importance to American industry that the problem of 
costing and controlling the costs of motor vehicles have come 
to the front rapidly. The first article in this Bulletin offers a 
plan of accounting for a fleet of company-owned cars used by 
salesmen. The author points out that the method outlined by 
him may not fit all situations, but presents it as a case study of 
how one company uses accounting to control the costs connected 
with a fleet of company-owned cars. The second article raises 
some most important questions as to the basis for measuring 
and comparing the costs of truck operations. It would be in- 
teresting to have for the Forum Section of the Bulletin the com- 
ments of others who have had experience with this problem. 

Robert K. Chambers, the author of our first article, is a 
graduate of Lancaster Boys High School and obtained his ac- 
counting training from La Salle Extension University. For 
the past eleven years he has been connected with the Armstrong 
Cork Co., Lancaster, Pa., engaged in factory accounting, audit- 
ing and corporation accounting. For the past three years he has 
instructed Armstrong classes in accounting subjects. Mr. Cham- 
bers is Associate Director of Publications for our Reading 
Chapter. 

The author of the second article is C. F. Rasmussen, who 
graduated from the School of Engineering of the University 
of Wisconsin in 1923. After several years’ experience with 
paper mills he became Assistant Sales Manager of the Walker 
Truck Mfg. Co., a subsidiary of Yale and Towne. In addition, 
he has worked as an engineer with A. C. Neilsen & Co. of 
Chicago, and is now City Sales Manager for the Premier Pabst 
Corp. of Milwaukee. 
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EXPENSE CONTROL FOR AUTOMOBILE FLEETS 


By Robert K. Chambers, Supervisor, 
Controller’s Department, Armstrong Cork Co., 
Lancaster, Pa. 


[8 ORDER to realize the importance of proper control of the 

expense incurred in the operation of a fleet of automobiles, one 
needs only to realize that every year salesmen travel millions of 
miles. It is time that we give careful consideration to this type of 
expense. Until a few years ago many fleet operators were still ex- 
perimenting in a confused manner with not only the method to be 
employed in controlling and recording this type of expense, but 
also the policy to be followed in deciding who should stand the 
enormous cost necessary to finance the purchase and replacement 
of cars used for sales purposes. 

In reading this article it is well te keep in mind that the experi- 
ence of one company may not be a fair criterion for another, For, 
in the preparation of this article, it was found that there was such 
a wide divergence of policies that it was very difficult to make more 
than a few general statements as to what should or should not be 
done. The following article will deal first of all with some of the 
policies which might be called general principles or fundamentals 
for controlling this type of expense. The latter part of the article 
will deal specifically with an actual set of forms and the system 
used by the Armstrong Cork Products Co. The system as out- 
lined has been used successfully for several years and may serve 
as a model for other companies utilizing the same policies. How- 
ever, the writer wishes to make it clear that the policies described 
and conclusions reached in this article are not necessarily those 
of the Armstrong Cork Products Co. It is wise to repeat that there 
have been very few companies utilizing a common policy. How- 
ever, there has been a noticeable trend in the last few years toward 
a standardization not only of policies but also of forms utilized in 
recording this expense. There has also been a greater agreement 
on those items, both direct and indirect, which make up the total 
cost of operating a fleet of cars. 

Naturally we are inclined to look upon this problem primarily 
from an accounting standpoint, because a well managed fleet of 
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salesmen’s automobiles requires accurate and thorough accounting 
records. However, in discussing this problem it is necessary that 
we begin with various questions whose answers are to a large ex- 
tent dependent upon complete and accurate cost figures. 


Company-Owned Cars vs. Salesmen-Owned Cars 


This question can best be answered by establishing two main 
grcups. An analysis shows that the bulk of salesmen-ownership 
is found among the smaller fleets of aproximately fifty cars or less. 
In deets of fifty cars or more it has been found that it is more eco- 
notnical and practical to have the cars company-owned. Several 
yeurs ago it was common practice to have the cars owned by the 
salesmen, but in the last few years there has been a definite trend 
toward company-owned cars. 

In order to decide the better method for each respective company 
there is only one method to follow and that is to establish a definite 
system of accumulating cost figures and after these figures are de- 
termined, to analyze them and determine the most practical policy. 
On the basis of cost per mile, the balance is in favor of company- 
owned cars. There are in operation today a few sizable fleets under 
the system of salesmen-owned cars, but it is not surprising that 
their operating costs, where they are worked out on a scientific 
basis, are slightly higher than the cost of fleets of company-owned 
cars. 

However, after making a general study of the various types of 
car ownerships, there are a few general arguments in favor of com- 
pany-owned cars which are commonly acknowledged. These argu- 
ments are: 


1. That the company is left free to determine the make and type 
of car most suitable for their purpose. 

2. It permits standardization of purchase, method of handling 
operating expenses, and also replacements. It enables a com- 
pany to take advantage of fleet owners’ discounts. 

3. It has been definitely proved that company-owned cars are 
more economical to operate. 


On the other hand, the advantages claimed for salesmen-owned 
cars are as follows: 
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1. It is felt that salesmen take better care of their own per- 
sonal property than that of the company. 

2. It eliminates the necessity of the company making a heavy 
investment. 

3. It eliminates the question of the right or practicability of 
salesmen usitig a company-owned car for purposes other 
than business. 

4. It is felt that a fixed allowance saves a lot of labor which 
might be expended on filling out forms and accumulating the 
expenses in making out reports in the office. However, as a 
counter argument it should be stated that the paying of a flat 
rate to a salesman for the operation of his personally-owned 
car does not eliminate the necessity of studying his operating 
costs. This study of operating costs should be made both 
from the standpoint of the company and the salesman, either 
to prove or disprove the fairness of the flat allowance which 
is being granted. 

5. It is sometimes argued that a salesman will do small jobs 
on his own car in his spare time, whereas, in the case of a 
company-owned car he would turn it over to a mechanic. 
Although this might be true, it is.generally agreed that if a 
car is serviced in a reputable garage it will be serviced very 
much better than if an individual takes that responsibility 
on himself. 


Operating Expenses 

During the last few years the operating costs of automobiles 
were being gradually lowered, contrary to the popular opinion. 
This decrease in operating cost was due largely to the lower initial 
investment, lower depreciation, better cars, drivers, tires, roads, 
and, generally speaking, a reduction in the cost of fuel. 

However, it is evident that with the current increase in prices, 
especially those relating to the automotive industry, the average 
cost per operating mile will show a gradual increase. With this 
increase in cost and a continual growth of companies utilizing fleet 
equipment some collective effort should be made to standardize 
the accumulation of cost figures. 

It appears strange that at the present time it is very difficult to 
definitely state an average cost per mile figure which can be gen- 
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erally used. The reason for this difficulty is that so few companies 
figure expenses on a comparable basis. This is less true today than 
it was two or three years ago, but there is still considerable work 
to be done in the establishment of comparable figures. 


One of the most common faults found in the accumulation of cost 
figures is the failure to include depreciation, taxes and insurance. 
Even those companies who include depreciation as an added cost 
in the operation of their cars use different rates of depreciation 
which naturally affect the cost per mile. Until a few years ago it 
was common practice to depreciate automobiles on a three-year 
basis, but it was found that under this plan a car when traded in 
could usually be disposed of at a profit. In other words, the actual 
value obtained was greater than the residual value as reflected on 
the books. This condition has been corrected by some companies 
by depreciating their cars over a four-year period. 

Since depreciation is one of the largest items in automobile oper- 
ation, and is relative to time and not to mileage, it is, of course, 
apparent that the more miles covered in the given time the lower 
will be the item of depreciation per mile. The resulting reduction 
in cost is equally important whether the car is company-owned or 
salesmen-owned. In the case of a company-owned car the cost is 
reflected directly on the cost sheet; and in the second instance 
it directly effects the amount of the fixed mileage allowance that is 
granted to the salesman. It is therefore important from the view- 
point of depreciation that the car make the highest possible effec- 
tive mileage in the shortest possible time. 

It is imperative that the operating costs of fleet cars include not 
only the direct expenses such as gas, oil and repairs, but also the 
fixed expenses such as depreciation, insurance and taxes. It is un- 
fortunate that some companies do not make an effort to study the 
actual operating costs of their fleet but accept the average result- 
ing from a general investigation of other companies or bureaus. 
This acceptance of someone else’s figures is unfair both to the 
company and to the salesmen, for it is very difficult to find two siz- 
able fleets operating under similar conditions and policies. As a 
general rule, however, operators are realizing that the most prac- 
tical and economical method for both salesmen and companies is 
an expense account where the company pays actual operating costs. 
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Replacement 


In the study of the operating costs on fleet automobiles we find 
that one of the contributing factors, which at the same time is 
affected by the cost figures, is the policy with regard to trading in 
fleet cars. It has been noted that there is a marked tendency to 
replace these cars on an average of every two years, especially in 
the case of the lighter cars. It is common knowledge that the trade- 
in value of a car is dependent upon its life rather than the mileage. 
However, this is not always entirely true, due to serious accidents 
which might affect the general structure of a car, or the fact that 
the car itself may be what is commonly known as a “lemon.” The 
abnormal cost of operating such cars will be reflected on the cost 
records and they should be traded in at the first opportunity. 
It has been found that there is a general tendency to trade in 
cars at the end of two years, or when the car has run about 35,000 
miles. 


Accumulation of Cost Data 


Assuming that the automobile has been established as a sales 
asset, and that it is generally agreed that it is practical to have the 
fleet of cars company-owned and company-operated, our next con- 
sideration is the method to be used in accumulating the operating 
expenses. 

There are certain essential factors involved in the successful op- 
eration of all automotive equipment, which may be summed up 
in the phrases “maximum of service” and “efficiency in economy 
of operation.” Although the company actually owns the fleet, 
nevertheless the responsibility for the efficiency and economy of 
operation rests largely upon the operator of the equipment. It is 
his duty to maintain this equipment in good working order, to 
have the car properly serviced when the need is presented and to 
have all costs intelligently and properly reported. Operating costs 
as applied to automotive equipment are of two classes: variable 
costs and fixed costs. : 

Variable costs consists of items for which the operator is more 
or less directly responsible and include the cost of gasoline, oil, 
tires, repairs, greasing, washing, storage and other miscellaneous 
expenses incidental to the operation of the automobiles. Items in 
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“A” 
REQUEST FOR AUTOMOBILE PURCHASE 


This form should be used when requesting approval to trade in a 
car on a new model (coupe or two-door sedan). The information 
called for below should be filled in and mailed to the Divisional Sales 
Office at Lancaster together with bids (on our form No. 2506) from 


two competitive dealers each on........., 
cars. All bids submitted should include safety glass all round. Bids 
dealers should cover both their ......... 
Models. Bids from ......... | ER A dealers should be sub- 
Division Branch Office Salesman 
Year Make of Car Type of Model to Be Traded in 


Motor Number Serial Number Total Mileage Car Has Been Driven 


Approximate Reconditioning Cost if New Car Is Not Purchased 


Salesman’s first and second choice in relation to bids 


being submitted : 
Dealer Make of Car 
Branch Manager Divisional Manager 


Car Recommended for Purchase by 
Purchasing Department Approved by Executive Committee 


| 
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“B” 
DEALER’S QUOTATION 


Armstrong Cork Products Company 
Lancaster, Pennsylvania 


Equipment (List Items Separately) 
Bumpers 
Tire & Tube 
Tire Lock 
Total Equipment 
Freight & Handling 
Federal 
Tax 
Total 
Allowance on Used Car 
Net Cash 


This information should 
be filled in by the Branch 
Office requesting this quotation. 


Dealer's Signature 


| 
| 
| 
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Exarsir “C” 


TO ACCOUNTING DEPARTMENT: 


Kindly fill in the information requested below at your earliest 


Division Branch Office Salesman 
Year Make of Car Type of Model to Be Traded in 
(As reported by Salesman) 
(According to Accounting Department 
Records) 
Net business mileage............ Net Cost per business mile....... 
Date car was purchased......... 
Book value (current)........... 
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this group should be accurately reported by the operator to the 
home office according to the system which will be shortly outlined. 

It will readily be seen that the operator is not responsible for 
fixed costs (depreciation, insurance, taxes). Therefore, he is not 
asked to report fixed costs, with the exception of the cost of 
licenses. 

Since the items of fixed expense are under the direct control of 
the company and are not reported by the operator, the accuracy of 
the operator’s cost figures is dependent almost entirely upon the 
operator himself. The following forms represent the complete sys- 
tem in use by the Armstrong Cork Products Co. from the time a 
request for an automobile is made, until the time the automobile 
is retired from active service. 

Requests for Automobile Purchase 


When a salesman decides that either through wear or tear, or 
for some other reason, his particular car should be replaced by a 
new one, he submits to the home office the form outlined in Ex- 
hibit A. This form, together with several bids (Exhibit B) is of 
invaluable help in deciding whether or not a new car is to be pur- 
chased. 

After the receipt of the above stated forms, the sales manager 
requests the information outlined in Exhibit C. It might be well to 
state at this point that unless the repairs are abnormally high with- 
in a short period, the decision as to whether a car is to be traded 
in depends largely on the number of months the car has been in 
service. However, if the operating cost of a particular car when 
compared with the general average appears to be excessive, it is a 
warning that probably the car is either mechanically defective or 
inefficiently operated. 

The sales manager considers the information contained in Ex- 
hibits A, B and C and from these figures determines whether or 
not it would be economical to trade and buy at that particular time, 


Weekly Expense Report 

By referring to the weekly expense report illustrated in Ex- 
hibit D, you will note that the reporting of the automobile oper- 
ating expenses is made as simple as possible. As the salesman 
makes out his weekly expense report it is necessary that he also 
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make out the detailed auto expense section in the lower left-hand 
corner, which must tie in with the totals shown in the auto column. 
In the detailed auto section you will note that there is a space for 
the mileage reading at the beginning of the week. This, of course, 
must correspond with the reading at the end of the week shown on 
his previous report. During the week he enters his daily business 
and personal mileage and also his various expenditures classified 
under the proper heading. Although it is more desirable to handle 
auto expense on a cash basis, nevertheless there are times when, as 
a matter of necessity or convenience, it is better to purchase items 
on a charge basis. In this case there is provision in the detailed 
auto expense section to note any charge purchases of gasoline and 
oil or any other item of expense. This will assist the accounting 
department in determining an accurate cost of operation, for if 
these charge items were not shown it would have a serious effect 
upon such cost. 

When making out the expense report the salesman must, of 
course, reimburse the company for his personal mileage. This is 
handled by taking the personal mileage and multiplying it by the 
rate per mile and showing the result of $4.80 in the respective 
space on the report. In Exhibit D you will find the total actual 
expense as $50.57 from which has been deducted the amount of 
$4.80 which leaves a net amount of $45.77 for which the salesman 
will have to be reimbursed. 

Whenever possible the items of expense should be supported by 
a formal receipt. This is particularly true in the case of unusual 
items of repairs as it is important that the repairs be properly 
watched and analyzed in order to be on the lookout for any cars 
that are mechanically defective. Repairs will sometimes disclose 
information pertaining to accidents which the salesmen may feel 
reluctant to report. 


Cost Sheet 


After the weekly expense reports have been received and 
checked, the detailed auto expense is posted to the automobile ex- 
pense cost sheet shown in Exhibit E. This sheet accumulates the 
weekly totals of the actual variable expense as reported by the 
salesman. When posting from the weekly detailed auto section, the 
cash and charge items are combined into one total. You will 
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further note that repairs are classified under several headings. The 
amount is entered in the column headed “Repairs” but space is 
provided for a check mark to be placed opposite the amount in 
order to classify the various repairs. This cost sheet is kept in an 
active file and is used to determine the variable cost per mile. If 
you will refer to the entry on the cost sheet opposite the reading 
of “16,440” you will note the posting as it is entered from Ex- 
hibit D. 

Since these figures are almost worthless without comparison 
with other figures, we shall follow further the actual determination 
of the operating cost of the car under consideration, and show 
how it enters into the comparative reports. 


Yearly Operating Costs 

The figures posted and totaled on Exhibit E are the basis for 
the amounts shown in Exhibit F. The totals of the columns rep- 
resenting the cost items are divided by the total mileage of 16,438, 
which results in the rate per mile, These you will find shown on 
Exhibit F under the column marked with an arrow. Exhibit F 
shows the comparative operating costs of the fleet cars in one of 
the selling divisions. It also shows the cost of the cars in the vari- 
ous cities. You will be able to trace the figures from Exhibit E to 
Exhibit F without any difficulty down to the figure for fixed cost. 
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The first item under the fixed cost section is depreciation. As 
the cars are depreciated on a four-year basis, we refer to the card 
shown as Exhibit G. This represents an inventory card for this 
particular type of fixed asset and is used to record the monthly and 
accumulated depreciation. By referring to Exhibit G we find the 
depreciation for 1936 was $153.48 which, divided by 16,438 miles, 
gives us a rate per mile of $.0093. The yearly insurance and license 
expense is divided by 16,438 miles, which gives us the rate per 
mile for insurance and licenses. You will note in Exhibit F that 
the storage expense is shown as a fixed item. In cases where the 
automobile is stored under a monthly rental charge, it is more 
truly presented as a fixed item than as a variable expense, and for 
this reason it is shown under the fixed cost section. By adding the 


SUMMARY OF OPERATING COSTS OF ALL COMPANY-OWNED 
CARS OPERATED BY SALESMEN AND 
COVERING 1936 ACTIVITY 


Make of Car All 
Number Used 57 86 28 1 1 173 
Business Miles ..... 757,049 1,279,415 521,691 25,445 9,745 2,593,345 
Personal Miles ..... 42,837 65,838 16,861 1,855 280 127,672 
799,887 1,345.253 538,552 27,300 10,025 2,721,017 
No. of Gallons &-- $5,371 88,348 36,058 1,796 727 182,300 
No. of Quarts Oil... 5,253 - 6,899 3,258 73 50 15,533 
Miles per Gallon Gas 14.4 15.2 14.9 15.2 13.8 14.9 
Miles per Quart Oil. 152.3 195.0 165.3 374.0 200.5 175.2 
VARIABLE EXPENSE 
eee $10,038.76 $15,904.30 $ 6,625.44 $332.20 $138.17 $33,038.87 
. Se 1,501.12 1,999.29 958.31 22.63 15.63 4,496.98 
1,083.01 2,506.50 896.91 44.22 3.15 4,533.79 
Repairs & Misc. Exp. 3,581.98 5,065.20 2,005.23 63.60 33.72 10,749.73 
GEE cecccessccs 602.23 1,109.34 439.71 17.42 11.00 2,179.80 
6.0666 433.17 794.51 360.80 10.60 8.25 1,607.33 
Total Variable Ex- 

PEMSE $17,240.37 $27,379.14 $11,286.40 $490.67 $209.92 $56,606.50 
FIXED EXPENSE 
Depreciation ........ hay 59 $12,246,07 $ 4,60 $201.50 $189. $24, 970.36 
231.68 3,331.33 1 30.12 649.85 
62 797.76 "340.41 9.75 "590, 01 
3,888.38 6,959,98 2, 648. 15 121.40 1.50 13,619.41 


Total Fixed Expense. $14,311.27 $23,335.14 $ 8,634.23 $362.77 $186.22 $46,829.63 


eeeveseceses J $31,551.64 $50,714.28 $19,920.63 $853.44 $396.14 $103,436.13 


Less: Personal Mile- 
age Reimbursement 1,927.71 2,962.71 758.75 83.48 12.60 5,745.25 


Net Total Operating 
. Exp. 


$29,623.93 $47,751.57 $19,161.88 $769.96 $383.54 $97,690.88 
Exutsrr “H” 
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total variable expense of $.0189 and the total fixed expense of 
$.0236, we arrive at a total cost per mile of $.0425. This total cost 
per mile of $.0425, multiplied by the total mileage will, of course, 
give us the actual amount of $698.60. Deducting from this figure 
the amount of personal reimbursement of $95.32, we arrive at the 
amount of $603.28, the actual expense of the business mileage. The 
amount of $603.28, divided by the business miles gives us the rate 
of $.0429 per mile. The figures for the various cars on this report 
are then carried to the final column where a summary and aver- 
age of all cars in that division is shown. 

By referring to Exhibit F we find that many interesting com- 
parisons can be made. We have purposely omitted the names of 
the salesmen and the make of their respective cars for obvious 
reasons. However, the mileages and rates per mile are actual fig- 
ures that can be studied and compared. However, a more com- 
plete picture can be obtained by referring to Exhibits H and I. 


SUMMARY OF OPERATING COSTS PER MILE OF ALL 
COMPANY-OWNED CARS DURING YEAR 1936 


Make of Cars All Cars 
Number Used 57 86 28 1 1 173 
Business Miles ..... 757,049 1,279,415 521,691 25,445 9,745 2,593,345 
Miles ..... 42,838 65,838 16,861 1,855 280 127,672 
Total Miles ........ 799,887 1,345,253 538,552 27,300 10,025 2,721,017 
No. of Gallons Gas.. 55.371 88,348 36,058 1,796 727 = 182,300 
No. of Quarts Oil... 5,253 6,899 3,258 73 50 15,533 
Miles per Gallon Gas 14.4 15.2 14.9 15.2 13.8 14.9 
Miles per Quart Oil. 152.3 195.0 165.3 374.0 200.5 175.2 
VARIABLE EXPENSE 
Gasoline ........... .0118 -0123 * -0138 .0121 
0019 -0015 -0018 -0008 -0016 -0017 
0014 0018 -0017 .0016 0003 -0017 
Rep’rs, & Misc. Exp. 5 0038 .0037 .0024 0034 0039 
0007 0008 -0008 0006 0011 
Washing .......... 5 0006 .0007 0004 0008 0006 
Total Variable Exp. .0215 .0210 .0180 .0208 
FIXED EXPENSE 
Depreciation ....... -0097 -0091 .0086 .0074 .0159 .0092 
[mSuUraMce 0028 0025 -0019 .0011 -0020 .0024 
0005 .0006 4 0005 
0049 0052 .0049 0044 0001 0050 
Total Fixed Exp 0179 0174 0160 0133 0185 0172 
Total Operating Exp. 0394 0377 0370 0313 0395 0380 
Less: Personal Mile- 
age Reimbursement 0024 0022 0014 0031 0013 0021 
Net Total Operating 
-0370 .0355 .0356 .0282 .0359 
Exurstr “I” 
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Summary of Operating Costs of all Company Cars 


By referring to the above mentioned Exhibits you will find a 
comparison of the operating costs of the various makes of cars both 
as to dollars and rate per mile. Here again the makes of cars have 
been purposely omitted. However, after accumulating the costs 
of the cars in the fleet and making comparison it stands to reason 
that a definite control will be obtained and that accurate figures 
will be available for any policies which might be considered. 


Complete Automobile Record 


This form (not illustrated) is a detailed record of the car from 
the time it is put in service until it is finally retired. It is an op- 
tional record for those companies who desire to have a centralized 
file of pertinent information relative to each car and driver. How- 
ever, this record is not entirely necessary in so far as similar in- 
formation is reflected in Exhibits F and H. 

When a car is retired from service the cost sheet, Exhibit E, the 
inventory card, Exhibit G, and the automobile record are re- 
moved from the active file and filed in a retired or out-of-service 
file. 

In brief, these records should disclose information representing 
the original cost, all facts relating to its acquisition, the lifetime 
operation of the equipment and, finally, its removal from service. 


Analyzing Cost Figures 


It is apparent from the study of the cost figures in the various 
exhibits that the costs on one particular car are of little or no value 
unless they are compared with the general average. It is necessary, 
therefore, to study the cost figures and make logical explanations 
of those costs which are above the average. Of course, it is also 
interesting to know why certain cars are operated at costs under 
the general average. Accordingly, the accounting department 
makes a periodical report to the sales manager on any unusual cost 
items so that he in turn may take the proper steps to eliminate or 
decrease any excessive costs. These comparative figures reflect, as 
stated before, not only mechanical defects, but also a consistently 
inefficient driver. In order to show the great variety of conditions 
reflected by these comparative figures, we list below excerpts from 
an actual report on the operating activity of various cars. These 
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comments were taken from a report covering a selling division 
other than the one shown in Exhibit F. However, we can gather 
from the following comments the value of these comparative cost 


figures. 


“The variable costs for Car #43 are slightly above nor- 
mal, due to poor gas mileage, which contributes to the 
high gas costs. Repairs totalling $96.24 also tend to raise 
that item above average.” 

“Repairs in the amount of $139.74 produce a high 
mileage cost figure for this item on Car #50. High insur- 
ance premiums in ——— cause this expense to be very high. 
Storage charges totalling $140 jump this cost far above 
average.” 

“Repair costs on Car #54 are high because of five jobs 
at approximately $20 each, which, combined with the 
minor repairs, brings this figure to $110 for the seven 
months’ use.” 

“Although repair costs are above average for Car #62, 
it is really high fixed costs which jump this car far above 
normal. Subnormal mileage causes this condition.” 

“A major repair of $82.86 following a wreck, increases 
this item of cost exceptionally high for Car #63 used 
during January and February. Depreciation costs are also 
high due to low mileage.” 

“High storage charges, $151.61 for the year, show this 
cost to be considerably above normal for Car #68.” 

“Very low mileage for the year on Car #76 operated by 
Mr. —— is a factor in the high fixed cost picture. Poor 
gas mileage on this car also.” 

“Poor gas economy on Car #78 tends to raise this item 
far above the average set. Higher gas prices enter in, 
too.” 

“Low mileage on Car #84 creates a high depreciation 
cost which is instrumental in raising this car above the 
average for this group.” 

“Repair costs are high for Car #98. Purchases of 
chains, horn, heater and Prestone totalling $33.50; re- 
pairs after an accident costing $36 and numerous small 
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items, which together add to $135.26, bring about the high 
figure shown. Storage charges of $192.40 for the ten 
months indicate an extremely high cost for this fixed 
item.” 
“High insurance and storage charges tend to increase 
these items of costs greatly above average for cars #104 
and #107. This partly contributes to high costs on #108 
also.” 
“Depreciation costs on the cars #64, #79 and #110 are 
abnormal partly because of insufficient mileage and partly 
for the reason that delivered prices are considerably 
higher on cars at ——.” 
“Costs are very high on Car #113 tire expense because 
of the purchase of four tires ; fixed costs due to sub-aver- 
age mileage. Although no repair bill exceeded $13, the 
total for this expense was $66.65, which is high for the 
mileage traveled. Note that personal driving was greater 
than use for Company business. This, consequently, in- 
creases the cost per business mile, since the cost per total 
mile is $.07% and the reimbursement but $.04.” 
“You will note that many of the salesmen might readily 
step up gas mileage to produce economy of operation.” 
“Gasoline mileage on Car #127 is poor at 12 miles per 
gallon, due probably to extensive city driving. Costs, gen- 
erally, are very high, as you will note: gas, because of low 
[ mileage ; tires, due to replacements at about 28,000; re- 
pairs, seemingly high, although highest billing only $12.75 
and total only $40.13 ; fixed costs all high since such small 
mileage over the period of a year greatly increases mileage 
costs. Note particularly that storage costs alone are 
higher on this car than total operating costs on many of 
the cars. Storage charges of $180 for 6,150 miles.” 
“Our records indicate only seven oil changes on Car 
#133, accounting for the abnormal oil mileage. Appar- 
ently no serious damage appeared from this lack of regu- 
lar practice in oil changes, for the repair cost is also con- 
siderably below average. Nothing was expended for 
washing, from which the writer infers that Mr. —— 
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washes and waxes the car himself. Total operating costs 
were low, for this car.” 

“Note excellent gasoline mileage on Car #137. Fixed 
costs on this car and on one previously operated by him 
are high due to low mileage for the period.” 

“Car #143 shows high oil costs due to great oil con- 
sumption. This motor must have been in poor condition. 
The repair costs might indicate major repairs, however, 
the $59.90 spent consists of numerous items. The picture 
for the car driven by Mr. —— the last half of the year 
is much better in every respect, as you may readily note.” 

“Tire replacements for Car #144 raise tire costs. No 
major repairs; however, the $40 expenditure for 7,600 
miles of operation brings this item above normal. All fixed 
costs are high because of small mileage. Note that this 
auto costs the company $.063 per mile.” 

“An accident to Car #148 at the close of the year makes 
repairs and total costs considerably above average. In- 
creased mileage will tend to bring this car down to 
normal.” 

“Gasoline economy could be improved on Car #154 
which Mr. —— operates. Possibly minor adjustments to 
the carburetor will aid in lowering the cost on this item.” 

“Sub-normal gas mileage on both cars operated by Mr. 
—— is quite a factor in his cost picture. We suggest that 
this should be improved upon by the dealer if such a con- 
dition exists on the new car which he is to operate. Nu- 
merous repairs on Car #159 tend to raise this expense 
above that shown for our average. Mr. —— seems, with 
very few exceptions, to have car washings weekly, which 
seems unnecessary in this locality, having no dirt roads to 
travel regularly. Greasing costs are also high. Most of 
the salesmen drive their cars 1,000 to 1,200 miles between 
lubrications.” 


The above comments are studied by the sales manager who in 
turn contacts the respective driver in order that the necessary 
steps be taken to correct the above conditions. It is only by this 
immediate follow-up that any tangible results may be effected in 
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reducing operating costs. If a salesman is operating consistently 
at a cost above the average and various suggestions are made in 
order to assist him in lowering these costs, any steps taken will be 
reflected on the subsequent comparative reports. 


Summary 
There are a few common conclusions that can be made from this 
article: 


I. 


2. 


A detailed system of recording and analyzing salesmen’s 
automobile expense is indispensable for controlling costs. 
On fleets of approximately fifty cars or more, company- 
owned cars are more economical than a flat-rate allowance 
to salesmen for personally-owned cars. 

The operating expenses should include depreciation, insur- 
ance and taxes for accurate and comparable costs. 

The age of a car, generally speaking, governs the time of 
trade-in. Other elements are serious accidents and abnor- 
mal operating costs. 

Comparative analysis of operating costs per mile is the 
basis of discovering discrepancies and excessive costs. 
Actual savings will be effected through the continual co- 
operation of the salesmen, the sales manager and the ac- 
counting department. 
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WHAT IS THE OPERATING COST OF A TRUCK? 


By C. F. Rasmussen, City Sales Manager, 
Premier Pabst Corp., Milwaukee, Wis. 


ig THE majority of truck operators and truck manufacturers 

this seems a question which is easily answered. The usual re- 
ply is something like this: “Truck number 20 operates for only 
6.2 cents per mile.” 

It is the purpose of this article to prove that the “per mile” cost 
of a truck is misleading—is not a reliable basis for comparing the 
costs of several trucks. 

The arguments and conclusions contained herein are based on 
actual time and cost studies of a fleet of seven 2 to 2%4-ton trucks 
in the city delivery service of the Pabst Brewery, Milwaukee. 
Each truck is assigned to a definite part of the city; routes vary 
somewhat in length, but loads are about the same on all routes. 


1 should like to discuss these subjects: 


1. Cost per mile varies inversely with the number of miles 
traveled per day, but 

2. Total operating cost per month is substantially the same for 
trucks of comparable capacity, regardless of the number of 
miles covered. 

3. As traffic congestion becomes more ‘severe, or delivery stops 
become more frequent, the “per mile” cost of gasoline in- 
creases, but within certain limits. 

4. The total amount of money spent for gasoline per month 
remains substantially the same regardless of the number of 
miles covered. 


5. When stops are frequent no truck can make a high speed. 
The operating costs mentioned in the paragraphs to follow con- 


tain all items of cost. Here is a typical monthly cost for a 2%4-ton 
Diamond T truck with stake body: 
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Fixed Expense 
7.08 
Supplies and supervision ................. 14.92 
Variable Expense 
Total variable expense................ $62.78 
Total operating cost per month........ $118.74 


Cost per Mile vs. Cost per Month 


The following table shows a wide variation in cost per mile, but 
an almost identical cost per month: 


Truck Total Cost Miles Cost 

No. Per Month Travelled Mile 
23 $117.05 691 $.169 
24 118.74 1034 115 
26 113.82 1038 1110 
27 110.56 990 112 
28 120.58 1009 119 
29 124.94 1366 091 
63 114.76 906 127 


If we were looking at the cost per mile column only, we would 
naturally pick truck number 29 as the most economical, and num- 
ber 23 as the most expensive. As a matter of fact truck number 
29 makes one long trip per day, truck number 23 makes two, and 
delivers twice as much beer. We cannot say that truck number 29 
is more economical, but on the contrary we can say that the cost 
of delivering a barrel of beer is only half as great on the short 
route. 


Cost of Gasoline vs. Stops per Mile 


Every one of us has heard this statement, “My car averages 20 
miles to the gallon.” We even read advertisements to the effect 
that Mr. Blank’s new “Scortcher Eight” does 19.6 miles to the 
gallon. Possibly a modern car under ideal conditions will show 
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such power economy. Possibly a truck operating on a long haul 
at an economical and steady speed will travel many miles on a 
gallon, but when we study actual performance records, we find 
some apparently strange facts. 

Each of the seven trucks herein discussed operates on the same 
route, with the same driver, day after day. The total cost of gaso- 
line for a month, therefore, divided by the number of miles trav- 
eled in that month is an accurate measure of cost of gasoline per 
mile. Each truck is equipped with a service recorder, or time 
clock to measure the actual amount of time during which the truck 
is moving and to count the actual traffic and delivery stops. 

Chart A at the end of this article is based on data so compiled. 
Notice that a truck in outlying territory, making only one stop 
every two miles (34 stop per mile), costs $.022 per mile for gaso- 
line. But the truck in congested traffic, making two and one-half 
stops per mile, costs $.038 per mile for gasoline. Small differences 
in total load hauled, engine efficiency, etc., cause little variation 
in gasoline consumption. Undoubtedly, most of the gasoline is con- 
sumed to accelerate the truck and load from a dead stop to run- 
ning speed, and little is required to keep the truck moving. 

Chart B illustrates even stranger facts. In this case the total 
cost of gasoline per month is plotted against miles traveled per day. 
It seems almost unbelievable that a truck traveling twenty miles 
per day uses $18 worth of gasoline in a month, and one doing forty 
miles uses only $20. The extra twenty miles per day is covered for 
an almost negligible cost. The data upon which these two charts 
are based are not unusual. The writer has analyzed the cost and 
performance records of thousands of trucks during the past ten 
years and always arrives at this same conclusion. 


Speed vs. Stops per Mile 


Were you ever rolling along in your car at twenty miles an hour 
to have another car pass you at twenty-five or thirty M. P. H., 
only to stop at a red light at the end of the block? Then as the 
light turned to green you moved on through at your same speed 
and got way ahead of the speeder. This example, familiar to 
everyone, shows how unimportant high speed is in congested traf- 
fic where cars or trucks stop frequently for red lights, stop signs 
or for delivery. 
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Chart C shows the actual average speed of our group of trucks in 
frequent stop service ; for instance, the truck which makes one stop 
in a mile averages 13.8 miles per hour ; the truck making four stops 
in a mile averages only 5.8 miles per hour. Each truck is gov- 
erned for a maximum speed of 35 miles per hour, but the fastest 
one (working in the suburbs) averages only 40 per cent of its top 
speed. 

The actual average speed in each case was obtained by dividing 
the total miles traveled in a day by the total hours traveling time. 
Standing time is not included. Here is operating data for a specific 
truck: 


Truck No. 23 

Left garage 7:30 A.M. 
Returned to garage 6:38 P.M. 
Elapsed time (1 hr. noon deducted) 10 hours, 8 minutes 
Total moving time 
Total elapsed time 
Miles travelled 32.2 

Stops 76 

Average speed in m.p.h. 8.5 

Average no. stops per mile 2.4 

Average minutes per stop 5.0 


Evidently we cannot expect a high average speed from a truck in 
city delivery services. This explains why so many dairies still use 
a horse and wagon. Delivery stops are so close together that a 
truck seldom gets out of low or second speed. 

From the foregoing it is evident that “cost per mile” is mis- 
leading as a unit by which to measure truck economy. In my 
opinion these are the points of importance : 


1. Only those trucks doing comparable work as to miles, loads 
and stops.can be compared. The mechanicai performance 
of a truck on a long country trip is so different from a city 
truck that the operating cost of one means nothing when 
compared with that of the other. 

2. When a group of trucks of the same age are all working 
on routes of approximately equal mileage and loads, then 
that truck which consistently shows a lower operating cost 
is the more economical. 
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3- Inasmuch as it appears that the total operating cost (driver 
and helper not included) of any one of a group of trucks in 
similar city delivery work will be about the same as the total 
operating cost for any other in that group, it follows that: 


The truck to buy is the one designed for convenience 
of loading and unloading, capable of rapid acceleration so 
that a maximum tonnage and maximum number of trips 
can be made without costly overtime. 


CuHart “A” 
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